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, Proposition 6
Eliminates Recently Enacted Road Repair and Transportation Funding
by Repealing Revenues Dedicated for Those Purposes.
Requires Any Measure to Enact Certain Vehicle Fuel Taxes and
Vehicle Fees Be Submitted to and Approved by the Electorate.
Initiative Constitutional Amendment.

BACKGROUND

Approval of State Taxes

Legislative Requirements. Under the State Constitution, the Legislature can only pass a new
tax or increase an existing tax with a two-thitds vote, (The Legislature can pass most other types

of laws with a simple majority.) Some state charges referred to as fees (such as vehicle license

fees) fall under the constitutional definition of a tax.

Voter Approval Requirements. The Legislature does not need to get voter approval for new
or increased taxes that it passes. The vdters—through the initiative process—can pass new faxes

or increase existing taxes without the Legislature’s involvement,

State Fuel and Vehicle Taxes

Fuel Taxes, The state charges excise taxes on gasoline and diesel fuel. These taxes are set on
a per-gallon basis. The state also charges sales taxes on gasoline and diesel fuel. These taxes are
set as a percent of the price of the fuel. The State Constitution generally requires that the

revenues from these fuel taxes be spent on highways, roads, and transit,

Vehicle Taxes. State law requires vehicle owners to pay two specific taxes for the privilege
of operating a vehicle on public highways. These are (1) vehicle license fees and (2) recently

enacted transportation improvement fees, both of which are based on a vehicle’s value, The State
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Constitution requires that the transportation improvement fee revenues be spent on highways,

roads, and transit,

' Transportation Funding in California

Transportation funding in California currently is estimated to total $35 billion. Of this
amount, $16 billion comes from local sources, $12 billion from state sources, and $7 billion from.
federal sources. Local funding mainly comes from sales taxes, transit fares, and city and county
general funds, while federal funding mainly comes from federal fu;al taxes. State funding mainly

comes from state fuel and vehicle taxes. State funding has increased by about three-quarters over

the last two years mainly due to recent legislation,

Recent State Transportation Funding Legislation, Tn 2017, the Legislature enacted Senate
Bill (SB) 1 to increase annual state funding for transportation through various fuel and vehicle
taxés (shown in Figure 1), Specifically, SB 1 increased the base gasoline excise tax (by 12 cents
per gallon) and the diesel sales tax (by 4 percent). It also set fixed rates on a second {add-on)
gasoline excise tax and the diesel excise tax, both of which previously could change each year
based on fuel prices. Further, SB 1 created The transportation improvement fee ('w.zvhich ranges
from $25 to $175 per year) and a fee specifically for zero-efnission vehicles (set at $100 per year
for model years 2020 and later). It also provides for inflation adjustments in the future, This
fiscal year, the state expects the taxes to raise $4.4 billion, Two yéars from now, when all the

taxes are in effect and the inflation adjustments have started, the state expects the taxes to raise -

- $5.1 billion. The State Constitution requires that nearly all of these new revenues be spent on

transportation purposes. Senate Bill 1 dedicates about two-thirds of the revenues to highway and

road repaits, with the remainder going to other programs (such as for mass transit).
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Figure1
Senate Bill 1 Revenues

Gasoline Taxes .
Excise (base) 18 cents 30 cenis $1.9 §2.1
Excisa (add-on) Varied® 17.3 cents - 0.2
Diesel Taxes
Excisa Variad® 36 cents 07 0.7
Sales 1.76 percent  5.75 percent 03 0.4
Vehicle Taxes : .
Transportation improvement fee — $25 10 $175 15 1.6
Zera-emission vehicle fee - $100 - —d
Totals : 844 $5.1
8 Set annuelly based on prices. Currant rate Is 11.7 cents but rate has ranged from 9.8 cents to 21,6 cenls | the past,
9 Nw rafe not yot In effect,
© gat annually based on prices, Most recent rate was 16.cants ut rate has ranged from 10 cants 1 18 cents in the pasl.
4 449 millon,
PROPOSAL

Requires Legislature to Get Voter Approval for Fuel and Vehicle Taxes, Proposition 6
amends the State Constitution to recjuire the_Legislature to get voter approval for new or
increased. taxes on the sale, storage, use, or consumption of gasoline or diesel fuel, as well as for
taxes paid for the privilege of operating a vehicle on public highwai;s. Thus, the Legislature -
would need voter approval for such taxes as gasoline and diesel excise and sales taxes, vehicle

license fees, and transportation improvement fees.

Eliminates Recently Enacted Fuel and Vehicle Taxes. Proposition 6 also eliminates any
- such fuel and vehicle taxes passed by the Le'gislature after January 1, 2017 and up to the date that

Proposition 6 takes effect in December. This would eliminate the increased fuel taxes and the

transportation improvement fees enacted by SB 1,
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Fiscal Effects
* Eliminates Tax Revenues From SB 1. In the current fiscal year, Proposition 6 would reduce

SB 1 tax revenues from $4.4 billion to $2 billion—a $2.4 billion decrease. (The $2 billion in -
remaining revenues would be from taxes collected prior to Proposition 6 taking effect in
December.) Two years from now, the revenue reduction would total $5.1 billion annually. The

funding redﬁctions would mainly affect highway and road maintenance and repair programs, as

well as transit programs.

Makes Passage of Specified Fuel and Vehicle Taxes More Difficult. Proposition 6 would
make it more difficult to enact specified fuel and vehicle taxes because voters also would have to
approve them. As a result, there could be less revenue than otherwise would be the case. Any

reduction in revenues is unknown, as it would depend on future actions by the Legislature and

voters.
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